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Dear  Mr.  Secretary: 

Attached  are  the  initial  recommendations  of  the  Task  Force  on  Medicaid 
and  Related  Programs.    They  are  in  keeping  with  our  agreement  to  submit 
ideas  as  they  crystallize  and  receive  Task  Force  support.    While  many 
of  them  could  be  refined  through  further  discussion,  the  urgency  of 
policy  and  administrative  matters  in  Medicaid  and  the  critical  role  of 
HEW  in  the  health  field  argue  against  a  more  traditional  formal  report 
at  the  end  of  our  given  term. 

These  interim  recommendations  bear  largely,  but  not  solely  on  the 
Medicaid  program.    They  reflect  immediate  as  well  as  some  long-term 
improvements  on  which  we  believe  action  can  be  initiated  now.    In  fact, 
in  selected  instances  the  Task  Force  has  already  provided  consultative 
assistance  or  taken  implementing  steps  through  administrative  channels. 
Future  recommendations  will  range  in  a  balanced  fashion  across  other 
programs  also,  and  into  long-range  financing  considerations. 

These  recommendations  were  prepared  by  the  three  panels  on  Eligibility, 
Effectiveness,  and  Management,  with  intermittent  help  from  the  full  Task 
Force.    They  were  debated  and  approved  finally  by  the  Task  Force  sitting 
as  a  whole.    Little  attempt  was  made  at  this  juncture  to  rule  out  overlap 
in  recommendations,  short  of  inconsistency.    Subjects  such  as  performance 
standards  can  be  approached  with  equal  relevance  through  structural  or 
effectiveness  avenues  and,  in  fact,  reinforced  in  the  process. 

In  regard  to  these  and  other  recommendations  to  follow,  we  are  capital- 
izing on  a  wide  variety  of  inputs;  e.g.,  previous  HEW  studies  and  reports., 
intergovernmental  reports,  State  program  audits,  recommendations  of  State 
directors,  transcripts  of  public  hearings,  field  visits,  staff  briefings 
from  title  XIX  program  personnel  and  other  components  of  HBf,  and  inter- 
locking membership  with  the  Health  Insurance  Benefits  Advisory  Council, 
the  Social  Security  Advisory  Council  and  the  Medical  Assistance  Advisory 
Council.    Also,  the  Task  Force  conducted  an  open  meeting  to  hear  the 
views  of  some  30  outside  professional  organizations,  many  of  which  have 
submitted  written  statements. 

Recommendations  at  this  time  are  focused  Largely  on  what  can  be  imple- 
mented essentially  within  the  framework  of  the  present  Medicaid  system. 
Let  it  be  clear,  however,  that  the  Task  Force  sees  many  weaknesses  in 
this  framework.    Fundamental  changes  may  well  prove  necessary  in  the 
long  run.    But  when  human  services  are  at  stake,  no  purpose  is  served  by 


continuing  to  live  with  inefficiencies  and  inequities  that  can  be  remedied 
particularly  when  the  short-run  improvements  can  be  designed  to  fit  or, 
at  the  least,  not  run  counter  to  probable  long-run  courses. 

Our  basic  findings  concerning  the  present  health  system  are  (l)  it  has 
serious  organizational,  financing,  productivity  and  access  problems,  and 
(2)  bolder  moves  than  have  characterized  the  last  five  years  are  required 
to  achieve  measurable  improvement.    Appreciable  investment  of  money  will 
be  necessary;  but  importantly,  significant  changes  in  our  delivery  system 
are  required.    Further,  HEW  is  in  a  key- position.    At  no  other  point  do 
so  many  critical  forces  converge  and  seek  resolution.  Admittedly,  the 
strategy  of  leadership  and  implementation  is  complex,  not  only  because  the 
country  is  vast  and  diverse  but  also  because  the  health  field,  like  most 
human  service  fields,  lacks  self -regulation  and  its  traditions  run  deep. 

In  its  search  for  greater  equity  and  better  service,  the  Task  Force  will 
attempt  to  build  its  final  recommendations  on  the  good  elements  in  what 
we  now  have  and  to  identify  the  most  promising  levers  for  effecting  change 
We  will  also  propose  further  steps  you  may  wish  to  take  to  encourage  the 
assumption  by  the  private  sector  of  greater  initiative  and  responsibility 
for  development  of  medical  care  delivery  systems  and  for  monitoring  the 
quality  and  utilization  of  services. 

We  will  be  sending  you  the  Task  Force  recommendations  relating  to  other 
issues  at  a  later  date. 


Sincerely, 


Walter  J.  McNerney 
Chairman 


Honorable  Robert  H.  Finch 
Secretary  of  Health,  Education 


and  Welfare 
Washington,  B.C.,  20201 
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ELIGIBILITY 


The  program  objective  of  Medicaid  was  set  by  the  Congress  as 
"broadening  the  scope  of  the  care  and  services  made  available"  under 
the  program  and  "liberalizing  the  eligibility  requirements .. .with  a 
view  toward  furnishing. .. comprehensive  care  and  services  to  substan- 
tially all  individuals..."  who  are  needy  and  medically  needy,  by  1977. 
The  State-by-State  variations  in  eligibility  for  Medicaid  and  in  the 
scope  of  services  provided  under  the  program  make  it  unlikely  that 
the  goal  will  be  attained. 

The  following  short-range  measures  are  directed  toward  encouraging 
States  to  move  toward  the  goal  by  achieving  easier  access  to  the  program, 
simple  and  dignified  processes,  protection  of  client  rights,  adequate 
program  information  and  interpretation,  broadening  availability  of 
services,  and  provision  for  people  without  residence  in  any  State. 

ACCESS  TO  PROGRAM 

The  Declaration  System 

The  method  used  for  determining  eligibility  for  Medicaid  should  be 
simple  and  fast  and  should  preserve  the  dignity  and  self-respect  of  the 
applicant.  Further,  it  should  provide  adequate  assurance  of  compliance 
with  eligibility  requirements. 

HEW  and  the  States  and  localities  are  currently  experimenting  with 
a  system  that  meets  these  criteria.     It  involves  the  use  of  a  simple 
declaration  form  on  which  the  applicant  sets  forth  facts  within  his 
knowledge  and  competence  regarding  himself  and  his  circumstances.  These 
are  accepted  as  the  basis  for  decision  on  his  eligibility.  Adequate 
safeguards  to  protect  the  integrity  of  the  system  are  provided  through 
test  checks.     Studies  have  shown  that  a  well-designed  system  using  this 
method  results  in  substantial  savings  of  time  and  unit  cost,  and  that 
it  need  not  produce  a  higher  rate  of  incorrect  determinations  of  eligi- 
bility than  the  traditional  system. 

In  light  of  the  value  of  this  method,  there  should  be  major  emphasis 
on  assisting  the  States  to  put  this  program  into  operation  as  quickly  as 
possible.     Substituting  the  simplified  method  for  the  more  complicated 
traditional  system  of  eligibility  determination    may  result;  in  additional 
numbers  of  people  who  are  eligible  applying  for  the  benefits  of  the  pro- 
gram; it  would  not  mean  that  more  ineligible  people  would  necessarily 
be  included.     We  distinguish  between  the  separate  goals  of  assuring 
access  to  the  benefits  of  the  program  for  eligible  people  and  safeguards 
to  assure  that  only  those  eligible  receive  benefits. 
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To  be  successful,   the  concept  of  the  simplified  method  must  be 
supported  by  all  parts  of  HEW.     Reasonable  tolerances  of  error  should 
be  established  and  applied  in  departmental  management  activities, 
with  reliance  upon  sampling  of  cases  using  appropriate  procedures  for 
validating  the  data  and  the  decisions  made  to  assure  the  integrity  of 
the  system. 

States  may  need  technical  assistance  to  develop  and  install  the 
system,  as  well  as  to  remove  any  legislative  or  administrative  obstacles 
to  the  simplified  method  of  determining  eligibility. 

1.  As  soon  as  practicable,  States  should  be  required  to  use  the 
simplified  method  of  determining  eligibility,  which  pilot 
programs  have  shown  to  be  feasible;  HEW  should  adopt  suitable 
supporting  concepts  and  systems,  and  should  provide  technical 
and  other  assistance  required  by  States  in  developing  and 
installing  the  system. 

2.  Regulations,  guidelines  and  systems  should  be  developed  to 
improve  methods  for  assuring  administration  of  the  simplified 
form  in  full  conformity  with  the  statutory  requirements  for 
eligibility  determinations. 

Certification  and  Payment 

Anyone  should  have  an  opportunity  to  apply  for  Medicaid  and  have 
his  eligibility  determined,  whether  or  not  he  is  in  immediate  need 
of  medical  services.     If  his  income  does  not  exceed  the  level  estab- 
lished by  the  State,  a  person  should  be  certified  eligible  for  a 
period  of  not  less  than  three  months.     During  the  certification  period 
the  agency  will  be  responsible  for  paying  the  cost  of  any  medical  care 
given  under  the  plan. 

Each  eligible  person  should  be  given  an  identification  card  to 
show  vendors  that  he  is  eligible  for  the  period  specified.  This 
would  not  affect  the  recipient's  responsibility  to  report  a  change 
in  his  circumstances  to  the  agency  and  the  State's  responsibility  to 
take  appropriate  action  in  relation  to  such  change.    This  step  should 
reduce  the  difficulties  encountered  by  eligible  persons  in  receiving 
services  and  the  confusion  experienced  by  providers  when  an  applicant's 
eligibility  is  uncertain. 


We  have  concrete  evidence  that,  in  many  instances,  providers 
are  not  only  reluctant  but  are  unwilling  to  provide  services  when 
eligibility  is  uncertain,  or  where  application  for  benefits  is 
discouraged  or  is  not  allowed  prior  to  the  need  for  services; 
thus  early  care  is  often  prevented. 

Experience  of  some  States  that  do  so  now  shows  that  there  are 
no  undue  hazards  in  certifying  eligibility  for  three  months.     A  longer 
period  may  be  appropriate,  especially  for  persons  for  whom  a  change 
in  income  is  unlikely. 

3.  States  should  be  required  to  determine  the  eligibility  of 
persons  who  request  it,  and  should  certify,  for  a  minimum 
period  of  three  months,  that  such  persons  who  do  not  have 
excess  income,  or  whose  excess  income  has  already  been  applied, 
are  eligible  to  receive  medical  assistance. 

4.  An  identification  card  should  be  issued  to  eligible  persons 
to  be  valid  for  the  certification  period  and  to  commit  the 
agency  to  pay  for  services  under  the  plan.     The  feasibility 

of  establishing  a  longer  period  of  time  over  which  certification 
could  be  extended  without  undue  risk  should  be  studied. 

5.  HEW  should  explore  the  possibility  of  conditional  or  pros- 
pective certification  of  the  group  of  people  with  excess 
income  to  be  applied  to  medical  needs  before  they  are  eligible 
under  titLe  XIX  also,  and  issue  appropriate  guidelines. 

A  corollary  recoinmer.dat  ien  to  the  one  for  precertif ication  on 
application  would  provide  similar  protection  to  providers  and  patients 
who  do  not  obtain  certification  prior  to  the  onset  of  medical  need 
by  assuring  that  even  if  early  application  were  not  made,  those 
eligible  for  the  program  would  receive  services.     Thirty-one  States 
now  have  provisions  to  pay  for  care  for  periods  up  to  90  days  prior 
to  the  date  cf  application. 


6.     As  a  further  protection  for  both  the  recipient  and  the  vendor, 
States  should  be  required  to  provide  coverage  for  services 
rendered  for  a  period  of  at  Least  90  days  prior  to  the  time 
of  application  provided  the  recipient  was  eligible  at  the  time 
the  services  were  rendered. 


PROTECTION  OF  CLIENT  RIGHTS 

The  Social  Security  Act  requires  that  clients  who  are  dis- 
satisfied with  the  actions  (or  failure  to  act)  of  the  agency 
administering  title  XIX  are  entitled  to  a  fair  hearing,  conducted 
by  an  official  of  the  State  agency  responsible  for  the  program. 
The  purpose  of  the  fair  hearing  procedure  is  to  insure  that  the  client 
receives  equitable  treatment  and  that  the  local  agency  acted  properly 
and  in  accord  with  Federal  and  State  program  requirements. 

Despite  the  policy  providing  for  fair  hearings,  the  volume  of 
appeals  relating  exclusively  to  Medicaid  has  so  far  not  been  great. 
Such  factors  as  lack  of  understanding,  or  of  courage  to  challenge 
a  ruling,  or  of  skill  in  presenting  his  own  case  sometimes  prevents 
a  client  from  requesting  a  fair  hearing;  or  even  for  one  who  does, 
sometimes  limits  his  ability  to  adequately  advance  his  own  interest. 
Therefore,  he  should  be  entitled  to  representation  in  the  fair  hear- 
ing by  a  third  party  of  his  choice. 

The  following  recommendations  are  intended  to  cover  this  problem 
and  also  to  encourage  local  agencies  to  handle  such  instances  as 
expeditiously  as  possible. 

7.  We  support  the  pending  proposal  that  an  appellant  in  a  fair 
hearing  may,  if  he  wishes,  be  represented  by  an  attorney. 

We  are  giving  further  consideration  to  the  appropriate  methods 
of  providing  and  paying  for  legal  services  and  to  the  problem 
of  payment. 

8.  State  agencies  should  take  firm  steps  to  assure  that  staff 
attitudes  do  not  inhibit  recipients  in  the  exercise  of  their 


appeal  rights. 
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9.     Vigorous  steps  should  be  taken  by  Federal  and  State  Governments 
to  make  information  about  the  program  widely  available,  using 
all  media,  community  organizers,  public  service  announcements, 
and  well-written,  clearly-stated  brochures  in  English  and  other 
languages . 

We  are  concerned  about  reports  that  some  vendors  subject  title 
XIX  recipients  to  undignified,  callous  and  indifferent  treatment 
and  that  services  for  them  are  different  from  (often  inferior  to) 
those  provided  non-Medicaid  patients.     There  have  been  persistent 
complaints  that  some  providers  of  health  services  give  preferential 
treatment  to  non-Medicaid  patients.     We  will  submit  a  recommendation  on 
this  shortly. 

CARE  OF  PERSONS  WITHOUT  RESIDENCE  IN  ANY  STATE 


Although  the  States  may,  under  the  law  provide  medical  assistance 
for  migrant  workers  and  other  persons  who  hold  no  legal  residence  in 
any  State,  few  actually  do  so.     Practically  all  States,  in  their  own 
law  or  regulation,  require  that  £i  person  be  a  resident  in  order  for  him 
to  receive  medical  assistance. 

Under  the  present  title  XIX  law,  however,  States  are  required  to 
include  in  their  program  residents  who  are  temporarily  outside  a  State 
having  a  title  XIX  program  who  receive  care  in  the  State  where  they  are. 
With  migrants  it  is  often  difficult  to  find  out  the  State  of  residence. 
In  addition  to  this,  there  is  the  related  problem  of  lack  of  available 
resources  in  areas  where  migrants  may  be  located.     Title  XIX,  which  can 
pay  for  the  services,  does  not  create  the  resources  to  provide  the 
services.     The  shortage  of  health  facilities  and  health  manpower  are 
particularly  severe  in  areas  with  concentrations  of  migrant  workers. 
The  migrant  health  projects  assisted  by  the  Public  Health  Service  create 
these  resources  but  require  ongoing  support  from  service-payment  programs. 
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10.  Host  States  should  be  concerned,  in  receiving  migrant  workers 
who  have  a  residence  in  another  State,  that  the  migrants  are 
fully  informed  of  their  rights  and  that  reciprocal  arrangements 
are  made  to  facilitate  the  payment  by  the  State  of  residence 
for  services  received  by  the  migrant  worker. 

11.  Legislative  changes  are  needed  to  establish  Federal  responsibility 
for  the  cost  of  medical  care  and  services  for  migrant  workers 

and  other  eligible  people  who  do  not  have  an  established  residence 
in  any  State;  migrant  workers  should  be  eligible  for  the  benefits 
of  title  XIX. 

12.  Where  no  easily  accessible  service  exists  for  migrant  groups, 
the  States  should  organize  such  services. 

13.  Existing  programs  designed  to  create  new  resources,  now  being 
supported  by  States  and/or  Public  Health  Service  grants  should 
not  be  dropped  or  curtailed  in  any  way  and  positive  steps  should 
be  taken  to  assure'  reimbursement  from  title  XIX  for  services 
provided  in  ~hese  programs. 

LIMITATION  OF  CARE  IN  MENTAL  INSTITUTIONS 

We  are  aware  of  the  legislative  proposal  now  under  consideration 
to  limit  care  in  mental  institutions  to  120  days. 

14.  We  fully  support  the  Department's  commitment  to  modern  concepts 
of  care  for  the  mentally  ill  and  the  development  and  implementa- 
tion of  alternatives  to  in-patient  care  in  mental  institutions, 
using  title  XIX  funds  where  possible.    Maximum  effort  should  be 
encouraged  in  planning  for  alternate  care,  guided  by  the  needs 


of  the  patient.     In  such  a  flexible  approach  to  care  based  on 
patient  needs,  an  arbitrary  limitation  on  duration  of  care  of 
patients  in  mental  institutions  currently  under  consideration 
is  inappropriate.     We  recommend  against  imposition  of  such  a 
limitation  at  this  time. 

BROADENING  AVAILABILITY  OF  SERVICES 

We  have  been  impressed  with  the  continuing  need  to  develop  and 
support  new  and  innovative  methods  for  providing  care,  particularly 
for  those  persons  who,  like  the  recipients  of  title  XIX  benefits, 
cannot  afford  or  do  not  have  reasonable  access  to  adequate  medical 
care  and  services. 

We  have  included,  in  a  later  section  of  this  report,  other 
recommendations  relating  to  these  facilities.     We  stress  the  importance 
of  coordinating  Federal  efforts  in  the  health  field  for  the  purpose  of 
assuring  availability  of  health  care  services,  not  only  to  those 
eligible  under  title  XIX  but  also  to  all  low  income  people  within  the 
geographic  area. 

15.  Under  demonstration  programs,   the  Social  and  Rehabilitation 
Service  should  help  to  promote  availability  of  comprehensive 
health  care  for  all  residents  in  a  given  geographical  area, 
combining  funds  from  title  XIX  with  other  sources  of  financing 

to  support  experimentation  with  broadened  eligibility  provisions. 

16.  Innovative  facilities  for  provision  of  medical  care  (e.g., 
neighborhood  health  centers,  community  health  centers,  group 
practice!.,  outpatient  services  of  hospitals  which  provide 
neighborhood,  comprehensive  ambulatory  care,  and  other  facili- 
ties) should  be  included  as  eligible  vendors  which  recipients 
under  title  XIX  may  elect  and  be  encouraged  to  use,  assuming 


appropriate  standards  of  health  care  are  met. 


PARTICIPATION  OF  RECIPIENTS 


Those  who  are  dependent  upon  and  use  medical  and  health  care 
services  can  contribute  substantially  to  all  aspects  of  the  program. 
The  role  and  kind  of  participation  of  the  consumer  may  differ  at 
the  Federal,  State  and  local  levels,  but  whatever  the  appropriate 
role  is,  administration  at  all  levels  of  government  could  benefit 
from  involving  those  who  use  the  Medicaid  program. 

17 .     Serious  and  sustained  efforts  should  be  made  to  increase  and 
improve  the  participation  of  those  actually  or  potentially 
eligible  for  the  title  XIX  program  in  the  planning,  implementa- 
tion, execution  and  evaluation  of  the  program. 
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EFFECTIVENESS  OF  USE  OF  SERVICES 


In  considering  the  effectiveness  of  Medicaid  and  related  programs, 
two  logical  conclusions  result  from  viewing  the  programs  primarily  as 
health  programs;     (1)  effectiveness  must  be  measured  —  and  increased 
effectiveness  attained  —  in  terms  of  success  in  meeting  the  health 
care  needs  of  the  target  population;  and  (2)  Medicaid  and  related  programs 
such  as  Medicare  should  not  be  merely  conduits  for  funds  which  reinforce 
the  inadequacies  of  the  existing  health  care  systems,  but  should  be  used 
as  instruments  to  improve  the  system. 

Within  this  framework,  the  issues  of  immediate  importance  appeared 
to  be  increasing  the  effectiveness  of  the  Medicaid  program  through 
the  process  of  review  of  utilization  and  program  effectiveness,  the 
organization  and  delivery  of  health  services,  standards  and  quality 
of  care  and  the  development  of  education  and  information  programs. 

In  the  development  of  the  recommendations  which  follow,  there  was 
considerable  discussion  and  recognition  of  the  xoruplexities  and  the 
limitations  of  current  methodoloty  in  developing  comprehensive 
utilization  review,  in  evaluating  efficient  and  effective  organi- 
zation and  delivery  of  health  services,  and  in  developing  standards 
of  care. 

PROGRAM  EFFECTIVENESS  SYSTEM 

The  budgetary  restrictions  placed  on  the  Title  XIX  program  have  led 
Federal  and  State  administering  agencies  to  give  primary  emphasis  to 
fiscal  considerations.     Scope  and  volume  of  services  have  often  been 
determined  less  by  health  and  community  needs  than  by  the  availability  of 
funds.     To  date  attempts,  to  limit  costs  and  utilization  of  the  Program 
have  been  primarily  through  the  use  of  prior  authorizations, 
institutional  recertif ication,  restrictions  on  the  number  of  services, 
visits  or  days  that  will  be  covered  and  the  limitation  of  certain 
recipients  to  acute  and  emergency  care. 

Despite  pressures  imposed  on  State  agencies  by  the  need  to  conserve  and 
control  expenditures,  however,  surveillance  over  the  quantity  and 
quality  of  services  being  reimbursed  for  is  often  inefficient,  frag- 
mented, and  exacerbated  by  incomplete  Federal  policy  and  guidance. 
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There  must  be  a  closer  relationship  between  claims  review,  cost 
control,  cost  effectiveness,  program  planning  and  professional 
input  (including  peer  review  groups  in  institutions  or  communi- 
ties formed  under  Title  XVIII).     Federal  policy  is  weak  in  this 
regard  and  to  the  best  of    our    knowledge  there  is  no  State  which 
has  as  yet  established  an  effective  system  of  reviewing  and 
controlling  utilization  from  the  standpoint  of  appropriateness, 
quality  or  timeliness  of  services.     There  are  small  pockets 
within  States  where  some  meaningful  program  analysis  of  this 
kind  has  taken  place.     (It  is  recognized  that  experience  with 
the  development  of  such  systems  is  still  new  and  that  compre- 
hensive systems  which  will  achieve  these  goals  are  complex 
and  evolving.     Moreover,  data  from  such  a  process  must  be  used 
with  great  sensitivity  and  it  is  difficult  to  achieve  the 
accommodations  needed  between  a  utilization  review  process 
premised  on  claims  disallowance  and  one  intended  mainly  to 
educate  and  encourage  providers  to  adopt  better  practices.) 
It  is  currently  very  difficult  for  the  Federal  government  to 
obtain  timely  and  accurate  information  concerning  utilization 
of  services  in  States  because  of  the  multiplicity  of  claims 
forms  used,  the  variety  of  types  of  information  secured,  and 
the  variations  in  definition  of  terms.     Without  minimum  Federal  require- 
ments mandatory  on  all  States  uniformly  (i.e.,  through  speci- 
fication in  policy  regulations),  States  will  probably  retain 
their  own  policies  and  procedures,  which  can  vary  widely. 

The  1967  amendments  to  the  Social  Security  Act  require  each 
State  plan  for  medical  assistance  to  provide: 

"Such  methods  and  procedures  relating  to  the  utilization 
of,  and  payment  for,  care  and  services  available  under 
the  plan  as  may  be  necessary  to  safeguard  against  un- 
necessary utilization  of  such  care  and  services  and  to 
assure  that  payments  (including  payments  for  drugs 
provided  under  the  plan)  are  not  in  excess  of  reasonable 
charges  consistent  with  efficiency,  economy,  and  quality 
of  care." 


In  order  to  carry  out  the  intent  of  this  section  of  the  law,  policy 
was  developed  by  the  Medical  Services  Administration  and  published 
in  the  Federal  Register  on  March  k,  1969.     In  the  view  of  the  Task 
Force,  the  present  policy  is  too  general,  permissive,  and  conducive 
to  fragmentation.     Title  XIX  does,  however,  establish  several  statu- 
tory bases  which,  if  further  implemented,  would  result  in  a  more 
comprehensive  Medicaid  program  effectiveness  system. 

18.  A  strong,  specific  and  comprehensive  Federal  policy 
should  be  developed  which  will  require  the  States 
to  establish  Medicaid  program  effectiveness  systems 
designed  to: 

•  Control  over  and  under-utilization  of  health  services 
under  the  program; 

•  Assure  that  payments    made  are  in  accord  with  the 
appropriate  rate  structure; 

•  Assure  quality,  appropriateness,  and  timeliness  of 
care  received  by  persons  eligible  under  the  program; 

«    Encourage  efficient  and  economical  health  care  pro- 
gram planning,  evaluation  and  administration; 

t    Aid  in  determining  that  sufficient  resources  are 

available  and  accessible  to  provide  adequate  services 
to  recipients,  and 

•  Provide  duta  to  meet  Federal  reporting  requirements. 

19.  Essential  provisions  of  such  a  policy  should  specify: 

•  National  uniform  minimum  information  with  respect  to 
persons  eligible  for  services,  vendors  of  service, 
utilisation  and  payments; 
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•  National  minimum  requirements  for  claims  review, 
fiscal  control,  utilization  control  and  other 
review  and  evaluation,  including  determination 

of  patient  and  vendor  eligibility;  how  costs  and  charges 
relate  to  ranges  established  by  agency  policy; 

•  Profiles  at  the  State  level  of  vendors  and  reci- 
pients of  service,  and  criteria  against  which  to 
screen  claims  to  identify  patterns  which  appear 
to  deviate  from  desirable  and/or  usual  behavior; 

•  Responsibilities  of  State  agencies,  fiscal  agents, 

i 

and  professional  groups,  and  the  relationship  of 
the  systems  to  other  existing  and  planned  informa- 
tion and  effectiveness  systems; 

•  Provisions  for  partnership  between  the  public  and 
private  sectors  in  the  development  and  application 
of  standards,  recognizing  that  professional  peer 
review  groups  must  be  utilized,  to  the  extent  possi- 
ble and  consistent  with  public  accountability,  to 
assure  continuing  quality  performance  of  their  members; 

0    The  actions  and  sanctions  that  should  be  taken  when 
apparent  deviant  provider  and/or  recipient  behavior 


is  identified,  including:    referral  to  professional 
peer  review  groups  for  review  and  action;  actions 
which  must  be  taken  by  the  State  Agency  when  pro- 
fessional peer  review  groups  fail  to  act  within 
a  reasonable  period  of  time,  or  in  instances  of 
continuing  program  abuse;  and  steps  which  must  be 
taken  by  HEW  when  patterns  of  State  agency  per- 
formance indicate  a  failure  to  take  appropriate 
action. 

•    Set  short-term  and  long-range  target  dates  for 
systems  implementation  and  specify  the  plans  for 
phasing  in  increasingly  sensitive  screening  and 
evaluative  activities.    Each  State  should  be 
required  to  establish  a  timetable  for  meeting  the 
minimum  requirements. 
Model  program  effectiveness  systems  should  be  developed 
Nationally.    All  costs  for  their  design  and  development 
should  be  borne  Federally,  including  the  costs  of  technical 
assistance  and  consultation  requirements  during  the  devel- 
opmental stage.    Reimbursement  should  be  made  to  the  States 
of  up  to  90%  of  the  costs  of  installation  of  a  minimum 
model  system. 


•    Because  of  the  high  developmental  and  technical 


assistance  costs,  every  attempt  should  be  made 
to  work  toward  compatible  management  information 
systems  for  Medicare  and  for  other  Federal  pro- 
grams, such  as  the  Civilian  Health  and  Medical 
Program  of  the  Uniformed  Services  (CHAMPUS). 


ORGANIZATION  AND  DELIVERY  OF  PERSONAL  HEALTH  SERVICES 

Expansion  of  private  and  public  financing  for  health  care  services 
without  a  corresponding  increase  in  the  capability  of  the  health 
industry  to  meet  demand  has  been  in  part  responsible  for  a  rapid 
escalation  in  medical  prices. 

To  balance  increasing  demand  with  an  increase  in  the  supply,  fin- 
ancing programs  which  create  demand  should  assume  a  responsibility 
for  the  supply.     Improved  organization,  structure  and 
productivity  of  the  health  care  delivery  systems,  as  well  as  new 
resources,  and  development  of  new  kinds  of  health  manpower  and 
facilities,  are  directly  dependent  on  support  from  service -payment 
mechanisms  and  third  party  insurers. 

Most  of  the  current  sources  of  direct  capacity  funding  have  restric- 
tions on  their  use  to  certain  categories  of  people,  services,  or 
health  problems.     In  addition,  funds  are  committed  to  continuing 
existing  projects  which  may  not  meet  current  priorities. 

Federal  programs,  such  as  Medicaid,  Medicare,  and  others  which 
finance  the  purchase  of  personal  health  services  must  be  used  to 
effect  changes  and  improvements  in  the  health  care  delivery  system. 
Bringing  about  needed  major  changes  in  the  organization  and  delivery 
of  health  services  is  a  long-range  objective,  requiring  national  com- 
mitment and  establishment  of  national  policy  and  priorities.  For 
the  short-range,  we  are  recommending  certain  actions  which  could 
bring  about  some  improvements  and  which  are  consistent  with  long- 
range  objectives. 


Legislation  should  be  enacted  to  make  five  percent 
of  Federal  Medicaid  appropriations  per  year  avail- 
able for  the  development  and  improvement  of  health 
care  services  and  resources.  The  Secretary  should 
have  discretionary  authority  under  such  an  amend- 
ment to  use  up  to  the  full  amount  of  the  five  per- 
cent earmarked  funds  in  any  one  year,  depending 
upon  such  criteria  as  the  ability  to  use  the  funds 
effectively  and  the  need  for  and  priority  of  projects. 

•  These  funds  should  be  expended  in  localities  with 

a  high  proportion  of  low- income  persons  and  where 

t 

the  need  for  development  and/or  improvement  of 
health  care  resources  has  been  determined  in 
.  cooperation  with  the  State  and  areawide  compre- 
hensive health  planning  agencies. 

•  To  avoid  the  creation  of  dual  systems  of  health  care 
the  resources  and  services  developed  through  this 
mechanism  should  not  be  restricted  solely  to  the  use 
of  Medicaid  recipients. 

•  To  support  the  development  of  needed  services, 
priority  should  be  given  to:     development  of 
organized  primary  health  care  services  in 
neighborhoods;  development  of  services  and 
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resources  which  can  serve  as  alternatives  to 
inpatient  hospital  care,  e.g.,  home  health  care 
programs;  improvement  in  utilization,  efficiency, 
and/or  quality  of  existing  health  services  directed 
to  producing  more  and  better  health  care;  social 
and  other  outreach  services  which  are  an  integral 
aspect  of  appropriate  utilization  of  services; 
development  of  ways  to  link  and  relate  new  and 
existing  health  services  with  each  other,  aiming 
toward  comprehensive  health  care  systems  in  com- 
munities. 1/ 

In  the  longer  range,  consideration  should  be  given  to  adoption  of 
the  basic  principle  that  all  programs,  public  and  private,  Federal, 
State,  and  local,  which  influence  demand  for  health  services  should 
set  aside  a  proportion  of  expenditures  for  the  purpose  of  improving 
the  supply,  organization,  or  productivity  of  health  services. 

22.  Consideration  should  be  given  to  legislation  which 
would  provide  Medicare  funds  for  similar  supply- 
influencing  efforts. 

23.  The  expenditure  of  Federal  funds  obtained  through 

the  sources  described  above  should  be  coordinated 

and  administered  centrally  in  the  Department  of 

Health,  Education,  and  Welfare 

1/  The  funds  are  not  intended  to  be  used  for  experiments  and  demon- 
strations per  se,  but  for  the  support  of  needed  services  with 
proven  capability  to  make  the  Medicaid  program  more  effective; 
e.g.,  group  practice,  home  health  care  programs,  etc.    The  funds 
are  intended  to  supplement  and  not  supplant  existing  sources  of 
Federal  and  State  funds  presently  used  to  improve  the  organiza- 
tion and  delivery  of  health  services  and  develop  needed  resources. 
Coordinated  programming  and  funding  with  both  public  and  private 
sources  of  funds  should  be  promoted. 


Financing  programs  such  as  Medicare  and  Medicaid  and  private  health 
insurance  thus  far  have  mainly  reinforced  the  way  in  which  services 
are  organized  and  delivered.    More  concrete  measures  are  required  in 
these  programs  and  by  the  Federal  government  as  a  whole  to  encourage 
the  use  of  less  costly  alternatives  to  inpatient  hospital  care  and 
nursing  home  care  services.     Innovative  developments  such  as  group 
practices,  neighborhood  health  centers  and  reorganized  outpatient 
departments  in  hospitals  are  not  adequately  encouraged  or  fostered 
under  present  arrangements. 

24.     In  order  to  encourage  the  use  of  efficient,  innovative 
and  .  effective  delivery  systems,  legislation  should  be 
enacted  to  provide  the  Secretary  with  discretionary 
authority  to  modify  the  Federal  share  of  Medicaid 
payments  for  certain  services  to  the  States  by  pro- 
viding increased  Federal  funds  of  5  to  10  percent 
above  the  usual  matching  formula  on  a  differential 
basis  to  those  States  which  successfully  develop  and 
use  these  services  and  payment  methods;  such  as  contract 
payments  to  prepaid  group  practice  plans,  neighborhood 
health  centers,  and  other  arrangements  for  provision 
of  comprehensive  services  to  a  defined  population,  or 
use  of  new  types  of  health  manpower  and  paramedical 
manpower.    Where  neither  savings  nor  improved  services 
result  from  the  program,  the  Secretary  would  be  required 
to  withdraw  the  increased  Federal  matching. 

25#    All  appropriate  sources  of  Federal  funding,  in  particular 
the  National  Center  for  Health  Services  Research  and 
Development    and  the  Partnership  for  Health  Program, 
should  be  encouraged  to  give  high  priority  to  development, 
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support  and  demonstrations  of  model  health  care  delivery- 
systems.    Particular  emphasis  should  be  placed  on  neighbor- 
hood loci  for  organized  delivery  of  primary  health  care, 
contract  payments  for  coverage  of  comprehensive  health 
services  and  approaches  to  community  health  services 
management  systems.    Experiments  should  include  atten- 
tion to  means  for  improving  transportation  and  communica- 
tion systems  related  to  health  services  delivery.  Addi- 
tional Federal  funds  should  be  allocated  for  these 
purposes  and  should  be  used  in  conjunction  with  private 
sources  of  funds.    The  programs  should  be  directed  at  but 
not  restricted  to  the  poof  in  urban  and  rural  areas  in 
order  to  avoid  creation  or  perpetuation  of  dual  systems 
of  health  care  for  poor  and  non-poor. 
26.     To  provide  facilities  for  these  programs,  the  Hill-Burton 
program  should  give  priority  to  those  projects  and  facili- 
ties which  propose  to  use  innovative  methods  of  delivering 
health  care. 

Notwithstanding  Federal  policy  permitting  such  payment,  many  State 
Medicaid  programs  place  actual  barriers  in  the  way  of  payment  to 
innovative  developments  in  the  organization  and  delivery  of  health 
services.    For  example,  many  0E0  neighborhood  health  centers  are 
not  recognized  as  eligible  providers  of  service  under  Medicaid. 
Children  and  youth  projects  and  other  special  programs  often  receive 
no  reimbursement  for  services  provided  to  title  XIX  eligibles. 
Such  projects  should, , of  course,  meet  appropriate  standards  of 
health  care,  but  artificial  barriers  resulting  from  outdated 
"standards"  must  be. removed. 


'J  .     The  provision  of  title  XZ*  .chat  recipients  will  have 
"free  choice'1  of  vendor,-  should  he  interpreted  as 
broadly  as  possible  in  order  to  promote  use  and  reim- 
bursement, under  Medicaid,  of  new  and  effective  organized 
forms  of  health  care  delivery.    Policy  implementing  the 
statute  should  be  developed  to  require  the  States  to 
take  positive  steps  to  arrange  for  reimbursement 
(preferably  on  a  contract  payment  basis)  of  neighborhood 
health  centers,  community  mental  health  centers,  migrant 
health  projects,  children  and  youth  projects,  prepaid 
group  practice  plans,  and  other  such  forms  of  organized 
health  care  delivery.    To  implement  the  policy,  title  XIX 
should  work  with  such  program  resources  in  developing 
ways  to  enroll  groups  of  recipients  on  a  contract 
payment  basis;  to  develop  multi-lingual  informational 
and  educational  materials;  and  to  inform  recipients  in 
a  positive  way  of  their  rights  and  responsibilities 
related  to  these  programs. 

The  current  system  of  reimbursement  does  little  to  suggest  or 
encourage  efficiency  or  economy  of  operation.    The  practice  of 
payment  on  a  "reasonable  cost"  basis  essentially  accepts  all  incre- 
ments in  cost.     In.  effect,  the  payment  system  neither  rewards 
efficiency  nor  discourages  waste,  and  does  not  discourage  marginal 
operations.    The  incentive  reimbursement  program  authorized  under 
Section  k02  <y£  the  Social  Security  Act  is  a  fundamental  route  to 
effectiveness  arid  could  also  be  used  for  partial  support  of  the 
models  described  above.    For  several  reasons,  including  lack  of 
effective  motivation  to  engage  in  experiments,  incentive  reimburse- 
ment experiments  have  thus  far  been  negligible. 


28.  There  should  be  active  support  for  the  principles 

of  the  legislative  amendments  on  incentive  reimburse- 
ment contained  in  the  Health  Cost  Effectiveness 
proposal.     HEW  should  actively  program  experiments 
for  incentive  reimbursement  under  Medicare  and 
Medicaid,  with  new  emphasis  on  experiments  in 
payment  methods  for  physicians  as  the  key  generators 
of  health  services.     In  addition  to  experiments  in 
institutional  reimbursement,  other  experiments  could 
emphasize  compensation  to  groups  of  practitioners 
using  modified  approaches  to  capitation  with  built-in 
controls    on  quality  and  costs. 

29.  States  should  be  made  aware  of  options  available  to 
them  within  existing  statute  and  regulation,  to 
modify  methods  of  payment  to  providers  of  services 
under  the  Medicaid  program  in  order  to  encourage 
efficiency  and  economy.     Guidelines  should  be  developed 
and  made  available  to  the  States  describing  these 
options. 

•     Some  of  the  options  which  should  be  described,  in 

addition  to  individual  f ee-for-service  methods,  are: 

contract  payments  with  quality  controls,  case  average 

methods,  and  fee  for  time. 

More  effective  relationships  should  be  established  between  the 
provisions  of  the  Medicaid  and  Medicare  programs  and  the  State 
and  areawide  comprehensive  health  planning  agencies,  in  order 
to  enhance  the  influence  of  financing  mechanisms  on  the  organi- 
zation and  delivery  of  health  services. 
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30.    With  respect  to  State  implementation  of  recommendations  in 
this  section  relating  to  use  of  earmarked  Medicaid  funds 
for  development  of  resources,  model  development,  and  others, 
the  advice  and  consultation  of  the  health  planning  agencies 
should  be  sought  and  encouraged.     Other  aspects  of  financing 
including  participation  requirements  and  reimbursement  policy 
should  support  planning  activities. 
•    Corporate  planning  by  institutions  should  be 'encouraged 

through  conditions  of  participation  in  Medicare  and  Medicaid, 
with  provisions  for  phased  effective  dates  by  size  of  insti- 
tutions . 


QUALITY  OF  CARE 

The  Medicaid  legislation  contains  numerous  provisions  intended 
to  assure  quality  care  for  the  needy  and  medically  needy.  Quality, 
however,  is  strongly  influenced  by  the  scope  of  services  provided — 
i.e.,  the  appropriate  mix  of  services,  the  availability  of  these 
services  and  standards  for  providers  of  service. 

Standards 

In  reviewing  the  policies  on  standards  and  their  application, 
key  factors  noted  were  confusion,  duplication  of  effort  and  inadequacy 
of  surveillance  of  quality  of  care  that  have  resulted  from  lack  of 
coordination  among  Federal  and  State  health  programs.     Some  of  this 
arises  from  differing  legislative  requirements  under  various  programs. 

The  function  of  Federal  standards  should  be  to  establish  con- 
sistent minimum  requirements  which  States  should  be  encouraged  to 
exceed,  according  to  their  ability  and  resources  to  do  so. 

The  Medicaid  program  must  be  more  concerned  than  it  has  been 
with  the  quality  of  care  which  is  purchased  under  the  program. 
Establishment  and  implementation  of  reasonable  standards  of  care  is 
one  means  of  accomplishing  this.     In  providing  standards  the 
Federal  government  and  States  must  establish  more  effective  mechanisms 
for  communication  and  coordination  of  decisions  on  what  goals  they  want 
to  achieve,  how  best  to  implement  standards,  and  their  effect  upon  the 
resources  of  the  health  care  system.     The  Department  should  be  closely 
concerned  with  coordination  of  those  aspects  of  Medicaid  and  Medicare 
dealing  with  quality  of  care.  Specifically: 
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31.  A  ?.egislative  amendment  is  needed  requiring  uniform  provisions 
and  unified  State  standard-setting,  certification,  and  consulta- 
tion functions  with  respect  to  providers  of  service  under  both 
Medicaid  and  Medicare.     (To  the  extent  possible,  also,  consistent 
with  desired  State  flexibility  to  exceed  Federal  minimum  stand- 
ards, State-controlled  licensure  of  health  facilities  and  agencies 
should  be  integrated  with  these  related  functions.)     The  State 
agency  with  primary  responsibility  for  health  functions  in  the 
State  should  be  responsible  for  all  standards  functions.  Incent- 
ives, guidance  and  assistance  should  be  provided  to  the  States 

in  bringing  this  about. 

32 .  Minimum  requirements  of  training,  experience  and  education  for 
State  surveyors  for  Medicaid  and  Medicare  and  their  immediate 
supervisors  should  be  developed  by  DHEW.     The  Department  should 
also  be  empowered  to  develop  equivalency  criteria  to  be  used 

as  a  measure  in  determining  whether  individuals  meet  the  minimum 
requirements  for  surveyors. 

Medical  Review 

Title  XIX  requires,  periodic  inspections  of  all  skilled  nursing 
homes  and  mental  hospitals  within  the  State  by  at  least  one  medical 
review  team  of  (a)  the  care  provided  in  such  homes  and  hospitals,  to 
recipients  under  the  plan;   (b)  with  respect  to  each  patient  receiving 
such  care,  the  adequacy  of  services  available  in  particular  nursing 
homes  (or  mental  hospitals)  to  meet  the  current  health  needs  and  promote 
the  maximum  well-being  of  the  patients;  (c)  the  necessity  and  desira- 
bility of  their  continued  placement  in  such  facilities  and  (d)  the 
feasibility  of  meeting  their  health  care  needs  through  alternative 
institutional  or  noninstitutional  services. 


Implementing  policy  requires  that  the  medical  review  team  inspec- 
tions include  some  personal  contact  with,  and  observation  of,  each 
patient  receiving  assistance  in  skilled  nursing  homes.     Because  of  the 
many  thousands  of  patients  effected  by  this  requirement,  the  conscientious 
implementation  of  the  law  would  require  States  to  make  significant 
expenditures  and  use  scarce  personnel. 

The  value  gained  in  carrying  out  the  present  policy  of  medical 
review  in  comparison  with  the  expenditure  of  necessary  resources  can 
be  seriously  questioned.  Because   the  intent  of  the  requirement  is 
commendable,  the  solution  to  the  above  problem  is  to  permit  States 
greater  flexibility  in  methods  to  meet  successfully  the  intent  of  the 
law  by  coordinating  medical  reviews  with  the  requirement  for  utilization 
review  and  certification  activities. 

33.     The  policy  requiring  periodic  medical  review  and  medical  inspection 
in  skilled  nursing  homes  and  mental  hospitals  should  be  amended 
to  allow  States  more  flexibility  in  meeting  the  statutory 
objective.     At  the  same  time  efforts  should  be  extended  to  prevent 
duplication  of  medical  review  activities  with  those  of  utilization 
review  and  facility  certification  for  program  participation. 

Chiropractic  and  Naturopathy 

Under  title  XIX  States  have  the  option  of  including  in  their  Medicaid 
programs  services  of  any  health  practitioners  licensed  by  the  States; 
this  includes  services  of  chiropractors  and  naturopaths.  Fifteen 
State  Medicaid  programs  now  cover  chiropractic  services.  Naturopathic 
licenses  can  be  obtained  in  at  least  five  States  and  the  District  of 
Columbia;  chiropractic  licenses  can  be  obtained  in  all  States  except 
Louisiana  and  Mississipi. 

A  1968  HEW  report  to  Congress,  Independent  Practitioners  Under  Medicare, 
found  that  the  scope  of  practice  of  chiropractors  is  very  broad, 
including  infections,  heart  conditions,  and  malignancies  along  with 
the  musculoskeletal  conditions  for  which  they  are  better  known.  The 
report  recommended:  ) 

"Chiropractic  theory  and  practice  are  not  based  upon  the  body  of 
basic  knowledge  related  to  health  disease,  and  health  care  that 
has  been  widely  accepted  by  the  scientific  community.  Moreover, 
irrespective  of  Its  theory,  the  scope  and  quality  of  chiropractic 
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education  do  not  prepare  the  practitioner  to  make  an  adequate 
diagnosis  and  provide  appropriate  treatment.    Therefore,  it  is 
recommended  that  chiropractic  services  not  be  covered  in  the 
Medicare  program. " 

The  findings  and  recommendation  regarding  naturopathy  are  precisely 

the  same. 

In  view  of  the  findings  of  this  study,  it  is  concluded  that  payment 
fo::  these  services  is  not  an  effective  use  of  Federal  Medicaid  funds. 

34.    A  legislative  amendment  should  be  enacted  denying  Federal 

financial  participation  in  Medicaid  payments  to  chiropractors 

and  naturopaths. 

EDUCATION  AND  INFORMATION  PROGRAMS 


Aside  from  the  important  issue  of  client  rights,  discussed  earlier, 
educational  programs  are  of  vital  importance  to  reduce  confusion  and 
misinformation  about  the  Medicaid  program,  and  to  elicit  the  cooperation 
of  consumers  and  providers.    The  effect  of  recipient  misunderstanding 
is  reflected  in  misuse,  inappropriate  use,  and  overuse  of  the  program. 
The  effect  on  providers  can  be  non-participation  in  the  program  and 
poor  use  of  resources. 

Little  attention  has  been  paid  to  making  the  consumer  an  informed, 
intelligent  user  of  services.    Educational  and  informational  programs 
executed  on  a  sound  communications  basis  could  affect  favorably  both 
the  cost  and  quality  of  health  care  in  the  Medicaid  program.  Providers 
also  need  a  better  understanding  of  the  Medicaid  program  and  the  needs 
of  Medicaid  recipients  as  well  as  guidance  in  how  best  to  work  with  them. 
Educational  and  informational  programs  for  beneficiaries  and  providers  of 
service  should  be  an  integral  part  of  all  programs  which  finance  the 
purchase  of  health  services.    It  is  specifically  recommended  that: 

35.     State  Medicaid  Programs  be  required  to  implement  an  education 

and  information  program  meeting  specific  criteria  designed  to: 

•  improve  recipients'  use  of  the  program; 

•  improve  the  health  of  Medicaid  recipients 
through  preventive  education; 
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•  improve  providers'  use  of  the  program; 

•  provide  for  greater  participation  by  provider  and 
consumer  in  the  planning,  implementation,  and 
evaluation  of  the  program. 

36.     In  order  to  assist  State  Medicaid  Programs  in  developing  effective 
educational  and  informational  programs,  guidelines,  materials, 
consultation,  and  technical  assistance  should  be  provided  by 
HEW.     "Model  educational  programs"  should  be  developed  in 
consultation  with  the  States. 

•  The  approach  used  should  also  include  "outreach" 
education  utilizing  potential  Medicaid  beneficiaries. 

•  Efforts  .should  be  made  to  involve  in  a  meaningful  way 
voluntary  health  agencies,  consumer  organisations,  and 
professional  organizations.    Many  of  these  organizations 
have  substantial  and  successful  health  education  experience. 

Because  of  the  paucity  of  educational  research  setting  forth 
the  impact  of  education  in  improving  health  care  and  in  contain- 
ing health  costs,  a  research  program  should  be  developed, 
suitable  to  the  practical  application  of  findings  in  the  Medicaid 
program. 


MANAGEMENT 


In  spite  of  the  urgent  need  to  provide  quality  health  care  to  millions 
of  Americans  who  coxila  not  otherwise  afford  it,  Medicaid  has  not  been 
structured  or  administered  to  reflect  the  importance  of  this  goal.  At 
the  Federal  level,  administrative  responsibility  has  been  vested  in  the 
Medical  Services  Administration,  a  small  agency  within  HEW's  social 
welfare  component  (Social  and  Rehabilitation  Service).     It  has  virtually 
no  direct  ties  either  to  the  Department's  locus  of  health  policy,  planning 
and  investment  decision-making  or  to  the  nation's  other  major  publicly 
financed  health  program- -Medicare. 

Under  the  law,  the  States  have  principal  administrative  responsibility 
for  the  program.     Reflecting  the  apparent  Federal  view  and  structure, 
most  States  designated  their  welfare  departments  as  title  XDC  adminis- 
terin5  agencies.     Thus,  the  problems  of  poor  coordination  with  other 
health  programs- -duplications,  gaps,  confusion,  and  failure  to  influence 
the  organization  and  delivery  of  services—are  continued  and  exacerbated 
by  structure  and  staffing  at  the  State  and  local  levels. 

Because  so  little  has  been  invested  in  management  leadership,  staff 
resources  and  systems  capability,  the  purely  administrative  aspects  of 
Medicaid  are  a  major  problem.     Reports  of  occasional  fraud  and  gross 
misuse  of  services  have  been  well  publicized,  but  beneath  this  lies 
an  urgent  need  for  mechanizing  and  standardizing  an  enormous  and  complex 
administrative  function.    Although  the  claims  processing  and  surveillance 
functions  lend  themselves  well  to  state-of-the-art  data  processing  tech- 
niques, the  States  have  been  left  generally  to  their  own  devices  to  deal 
with  this  problem. 

The  principal  management  problems  in  Medicaid  stem  largely  from  three 
basic  sources: 

--    Weak  organization  and  lack  of  manpower  (especially  but  not 
exclusively  at  the  Federal  level).    Medicaid  has  been  under- 
staffed from  the  outset,  and  inadequately  organized  and 
supported  to  perform  the  management  task  required. 

--    A  mistaken  conception  of  the  Federal  role  required.     The  role 

assumed  by  MSA  in  the  past  has  been  largely  one  of  passive  monitoring. 
This  stemmed  in  part  from  the  assumption  that  Medicaid  could 
operate  simply  as  an  extension  of  earlier  vendor  medical  payment 
activities  in  various  localities. 
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--    Fragmentation  of  policy  direction  over  health  service  programs. 
As  a  Nation  we  are  only  now  coming  to  a  realization  that  the 
financing  of  health  service  involves  more  than  a  fiscal  response 
to  the  aggregation  of  a  series  of  purely  private  transactions. 
Hence  we  have,  today,  an  inadequate  structure  for  linking  policy 
in  service  programs  with  policy,  planning,  and  investment 
decision-making  in  other  health  activities  at  Federal,  State  and 
local  levels . 

The  Task  Force's  recommendations  in  the  management  are  addressed  directly 

to  these  problem  areas.     In  formulating  short-range  recommendations  we 

have  accepted  three  aspects  of  the  title  XIX  structure  as  short-term 
11  ii 
givens . 

The  basic  character  of  title  XIX  as  a  State-administered  program; 

The  tying  of  eligibility  to  public  assistance  categories; 

The  financing  of  the  program  through  Federal,  State,  and  local 
general  tax  revenues. 

The  Task  Force  gave  serious  and  intensive  consideration  to  the  proper 
organizational  context  for  the  agency  administering  title  XIX,  since  major 
difficulties  in  managing  the  program  might  be  assumed  to  grow  out  of 
location.    We  pondered  the  fact  that  a  health  program  was  being  managed  by 
an  agency  more  traditionally  concerned  with  social  services  and  payment 
mechanisms.     We  considered  whether  continued  vesting  of  responsibility 
for  program  operations  in  MSA  was  compatible  with  the  fact  that  responsi- 
bility for  health  policy  rests  in  a  different  part  of  HEW. 

In  spite  of  problems,  the  Task  Force  concluded  that  a  fundamental  change 
in  the  Medical  Services  Administration's  location  at  this  moment  would 
not  justify  the  high  cost  in  time  and  possible  resulting  confusion  unless 
it  were  made  in  response  to  simultaneous  changes  in  the  basic  structure 
of  the  program—that  is,  in  one  or  more  of  .  the  "givens." 

Since  fundamental  program  changes  await  the  resolution  of  many  other 
questions  and  are  not  likely  to  occur  in  the  immediate  future,  we  became 
convinced  that  maximum  short-range  benefits  could  accrue  from  strengthening 
the  Medical  Services  Administration  in  its  existing  structural  context, 
provided  that  the  MSA  receives  dynamic  leadership,  sufficient  staffing,  and 
adequate  administrative  support  from  the  Social  and  Rehabilitation  Service 
and  the  Department. 

The  Task  Force  is  aware  that  the  fundamental  problems  facing  Medicaid  and 
its  relationship  to  other  health  and  welfare  programs  will  not  be  solved 
through  management  efforts  alone.    However,  progress  along  the  lines 
recommended  in  other  sections  of  this  report  as  well  as  those  Task  Force 
recommendations  yet  to  come,  will  depend  on  structurally  sound,  properly 
oriented,  and  completely  staffed  Federal  and  State  agencies  with  aggressive 
and  dynamic  leadership. 
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Management  recommendations  are  presented  in  three  major  sections  as 
follows : 

HEW  ORGANIZATION  FOR  HEALTH  POLICY  COORDINATION 

PROPOSED  CHARACTERISTICS  OF  THE  TITLE  XIX  ADMINISTERING  AGENCY 

STATE  ADMINISTRATION  OF  MEDICAID  AND  RELATED  PROGRAMS  AND  USE  OF 
FISCAL  AGENTS 


HEW  ORGANIZATION  FOR  HEALTH  POLICY  COORDINATION 


Several  of  HEW's  largest  health  programs  are  unrelated  organizationally  as 
a  result  of  major  differences  in  operating  bases,  legislative  intent,  and 
financing.    Nevertheless,  they  are  functionally  interrelated  and  interdepend- 
ent insofar  as  they  serve  overlapping  populations  and  in  many  cases  use 
private  health  services.     To  achieve  effective  planning  in  capital  investment 
and  manpower  development,  use  purchasing  power  to  stimulate  and  support 
innovations  in  health  delivery  system  and  avoid  duplication  and  counter- 
productive use  of  resources,  HEW  must  ensure  consistent  leadership  and 
coordination  over  the  health  policy  of  Departmental  programs  even  though 
they  operate  necessarily  in  different  constituent  agencies. 

The  Department  spends  approximately  $12.4  billion  annually  in  various 
programs  in  the  health  field  and  it  is  the  responsibility  of  the  Assistant 
Secretary  for  Health  and  Scientific  Affairs  (ASHSA)  to  ensure  proper 
coordination  of  health  policy  over  these  activities.    However,  in  the  past, 
ASHSA  has  not  been  adequately  staffed  to  plan  and  coordinate  the  use  of 
total  health  resources  in  order  to  achieve  those  departmental  or  legisla- 
tive heslth  objectives  which  have  been  enunciated. 

The  Task  Force  believes  that  at  the  Federal  no  less  than  at  the  State  level, 
deliberate  efforts  must  be  undertaken  to  build  an  effective  health  policy 
planning  capability  over-riding  all  related  programs  that  invest  in, 
conduct  research  in,  finance,  and  provide  health  care.    Without  a  concrete 
example  set  by  DHEW,  it  is  impractical  to  expect  such  progress  from  the 
States. 

To  achieve  coordination  there  must  be  greater  initiative  and  more  clearly 
adequate  capacity  on  the  past  of  ASHSA,  rather  than  merely  having  that 
office  respond  to  requests  for  help  initiated  in  other  parts  of  HEW,  or 
serve  as  a  point  of  reference  when  final  clearances  are  needed  by  opera- 
ting programs  for  policy  to  be  issued  by  the  Secretary. 
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.   The  recommendation  below  is  an  effort  to  move  rapidly  toward  more 
effective  coordination.     Ultimately,  even  broader  restructuring  of 
federally-funded  health  programs  should  be  considered. 

37-     A  central  policy  planning  and  coordinating  staff  should  be 

established  within  the  Office  of  the  Assistant  Secretary  for 
Health  and  Scientific  Affairs  to  provide  a  corporate- staff 
capability  for  health  matters.     One  of  the  units  within  the 
Office  of  ASH3A  should  be  concerned  with  policy  for  federally 
financed  health  services  programs  (including  title  XVIII  and 
title  XIX,  existing  PHS  service  programs  and  those  in  other 
agencies  such  as  0E0).     This  unit  would  perform  the  fol- 
lowing functions: 

•  Develop  overall  policy  for  all  HEW  health  service  programs. 

•  Provide  positive  leadership  to  mobilize  support  for  both 
comprehensive  health  service  planning  by  State  agencies 
and  for  the  linking  of  health  service  program  financing 
to  area-wide  planning  activities.     This  would  include 
defining  Federal  health  service  goals;  providing  leader- 
ship to  optimize  use  of  program  resources;  and  ensuring 
development  and  approval  of  broad  health  policy  directives. 

e    Provide  the  States  with  a  single  Departmental  source  for 
health  policy  guidance. 

•  Promote  a  better  balance  between  the  supply  and  demand 
sides  of  the  nation's  health  services  system  by  over- 
seeing and  approving  the  funding  and/or  evaluation  of 
specific  investment  and  research  projects  in  health 
delivery  systems. 
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•    Stimulate  coordinated  administration  and  information 

compatibility  among  HEW  health  programs  to  evaluate  progress 
towards  health  goals  and  to  improve  administrative  productivity] 

38.     Despite  a  proliferation  of  advisory  groups  for  health  related  programs 
in  HEW  (the  Health  Services  and  Mental  Health  Administration  alone  lias 
80  advisory  committees,  commissions  and  councils),  there  exists  no 
top-level  advisory,  group  which  has  primary  concern  for  overall 
health  policy  planning  and  coordination.    HEW  should  review  the 
structure,  composition  and  functions  of  the  various  advisory 
councils,  commissions  and  committees  serving  the  component  health 
units  of  the  Department  in  terms  of  their  effectiveness,  and  within 
the  context  of  this  review  establish  a  council  (including  sub- 
stantial consumer  representation)  to  advise  the  Secretary  through 
ASHSA  on  matters  of  health  policy,  planning  and  coordination. 

PROPOSED  CHARACTERISTICS  OF  THE  TITLE  XIX 
ADMINISTERING  AGENCY 

Originally,  the  MSA  was  established  to  give  general  Federal  direction  to  a 
heterogeneous  and  loosely  controlled  system  for  administering  payments  to 
vendors  for  health  services  received  by  eligibles. 

This  view  was  supported  by  the  apparent  legislative  intent  that  vested 
administrative  responsibility  with  the  States,  and  by  the  very  lean 
manner  in  which  MSA  was  staffed.    Experience  with  the  program  has  clearly 
shown  that  a  passive  Federal  role  is  neither  consistent  with  the  present 
desires  of  State  Medicaid  agencies  and  the  Governors    nor  conducive  to 
efficient  and  economical  management  of  the  program.    Strong  leadership  and 
adequate  supporting  staff  are  critical  factors.    The  agency's  ability  to 
attract  competent  staff  will  be  enhanced  by  an  early  commitment  to  a  strong 
leadership  posture  for  MSA  vis-a-vis  the  States  and  a  commitment  to  inno- 
vation in  program  and  management  areas. 

Experience  with  title  XIX  has  demonstrated  that  administration  of  the 
payment  process  is  but  a  part  of  the  task.     Thus  to  properly  exercise  its 
responsibility  for  program  effectiveness,  MSA  must  also  extend  its  concern 
to  include  the  nature  and  cost  of  health  services  being  provided,  and  the 
administrative  and  program  relationships  between  Medicaid  and  related  programs. 


MSA  Mission  and  Manogot^jgt 
To  carry  out  title  XIX  and  to  improve  the  effectiveness  of 
Medicaid  and  related  programs  MSA  must  redirect  it:;  efforts 
toward-- 

•  Using  Medicaid's  purchasing  power  to  capitalize  on  avail- 
able opportunities  to  make  health  care  services  more 
accessible  to  the  needy, 'to  control  the  costs  of  these 
services,  and  to  assure  a  high  quality  of  service  rendered. 

•  Strengthening  the  Federal  government's  leadership  role  in 
the  title  XIX  partnership  with  the  States,  employing  state- 
of-the-art  management  techniques,  the  development  of  rele- 
vant and  cost-effective  management  control  and  information 
systems  and  the  development  of  performance  standards  for 
the  States. 

•  Clarifying  and  supporting  the  principal  processes  associated 
with  providing,  administering  and  evaluating  services  pro- 
vided under  title  XIX. 

Appropriate  steps  must  be  taken  to  restructure  MSA  and  to  provide 
the  staff,  resources  and  support  required  to  carry  out  MSA's 
mission  effectively.     While  a  considerable  infusion  of  skills 
and  talent  is  required,  we  urge  that  highest  priority  be  placed 
on  filling,  as  a  minimum,  the  125  additional  MSA  positions  called 
for  in  the  revised  budget  for  the  present  fiscal  year.  Additional 
positions  will  be  required  in  the  future,  especially  for  strength- 
ening regional  components. 
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Principal  Functions 

We  recognize  the  serious  constraints  that  will  continue  to  govern  the 
extent  and  nature  of  improvements  in  the  program       notably  limitations 
on  Federal  and  State  administrative  resources  and  the  amount  of  time 
required  to  build  and  strengthen  capabilities  and  complex  systems.  For 
these  reasons,  it  is  essential  that  immediate  efforts  be  sharply  focused 
on  the  most  essential  functions  and  on  key  levers  of  control  and  influence. 
The  recommendations  which  follow  outline  the  areas  we  have  concluded  to 
be  of  highest  priority.    We  are  prepared  to  back  these  and  other 
recommendations  with  more  detailed  documentation. 

Title  XIX  represented  in  1965  a  major  new  departure  by  the  Federal  govern- 
ment in  the  field  of  health  financing.     The  newness  of  the  legislation, 
and  the  haste  with  which  an  administrative  capacity  had  to  be  developed, 
provided  very  little  time  for  meaningful  planning.     Program  guidance  to 
States  has  largely  been  limited  to  issuance  of  basic  implementing 
regulations. 

As  mentioned  in  the  section  on  Effectiveness,  insufficient  information 
is  currently  available  to  the  States  or  the  Federal  government  to  evaluate 
program  effectiveness,  even  on  a  limited  scale.     Evaluation  has  consisted 
of  rather  extensive,  but  infrequent,  on-site  reviews  of  State  programs 
and  has  focused  more  on  administrative  performance  than  on  progress 
towards  program  objectives. 

SRS,  MSA,  and  the  Task  Force  have  cooperated  in  an  effort  to  define  Federal 
management  information  needs.     In  addition,  the  Task  Force  has  awarded  a 
short  term  contract  for  the  development  of  model  systems  specifications 
(both  input  and  output  requirements)  for  certain  key  processes  at  the 
State  level.     These  specifications  will  be  flexible  enough  to  provide 
individual  States  with  the  capability  of  generating  sufficient  information 
as  a  by-product  of  the  claims  payment  process  to  perform  the  necessary 
utilization  review  and  surveillance  functions  at  the  State  level.  They 
will  also  provide  MSA  with  much  required  information.     Their  implementation 
will  require  a  great  deal  of  additional  work. 

41.     In  order  to  build  an  effective  Federal  component  for  title  XIX,  MSA 

should  concentrate  its  management  and  financial  resources  on  building 
greater  capability  for: 

•      Developing  and  carrying  out  programs  for  recruiting  and  training 
capable  management  and  health  professionals  urgently  needed  for 
Federal,  State  and  local  agencies  that  administer  title  XIX. 


•  Identifying  needs  for,  and  ensuring  the  development  of, 
minimum  administrative  and  program  standards  for  Federal,  State 
and  private  components  to  ensure  quality  and  proper  utilization 
of  services,  and  cost  effective  expenditure  of  public  funds. 

•  Developing  and  maintaining  a  Federal- level  capability  for 
evaluating  effectiveness  of  the  program  on  a  nation-wide  basis 
including  preparation  of  performance  standards  and  measures  of 
effectiveness. 

•  Identifying  and  recommending,  in  response  to  operating  program 
experience,  appropriate  Federal  investments  in  projects  or 
programs  that  improve  productivity  and  promote  greater  access. 

The  Federal  leadership  role  vis-a-vis  the  States  demands  emphasis 
on  the  following  functions: 

•  Providing  specific,  prompt  and  active  guidance  to  the  States 
on  key  administrative  and  program  policy  issues. 

•  Periodically  monitoring  State  agency  performance  against  agreed 
on  standards  and  objectives  and  diagnosing  critical  problems 

in  program  management. 

•  Developing  and  providing  model  standards,  systems,  and  procedures, 
particularly  in  the  areas  of  management  information,  simplified 
eligibility  determination  procedures,  billing  and  claims 
payments  procedures,  and  utilization  review.    Included  in  this 
area  are  the  setting  of  Federal  reporting  requirements  for 

title  XIX  and  the  development  of  systems  specifications  for 
mechanized  claims  payment  processes  at  the  State  level. 
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•  Assisting  the  States  in  developing  human  and  technical 
resources  "Co  perform  vital  administrative  functions. 

•  Planning  and  providing  (directly  and  through  outside  assistance) 
1  individualized  technical  assistance  to  the  State  and  local 

administering  agencies. 

•  Appraising  and  providing  financial  support  for  State- initiated 
management  improvement  efforts. 

Organizational  Structure  and  Resources 

Structure  and  function  are  closely  related  and  should,  where  possible, 
he  brought  into  harmony.    Thus,  the  Task  Force  believes  that  the  MSA 
should  be  organized  to  reflect  more  clearly  management  priorities  and 
facilitate  carrying  out  key  functions .    The  recommendations  which  follow 
outline  the  principles  that  should  guide  the  restructuring  of  MSA  and 
its  regional  counterparts.     (A  detailed  organization  chart  including 
staffing  patterns  and  functional  statements  has  been  prepared.) 

Only  through  an  increase  in  administrative  funds  and  personnel  can  HEW 
hope  to  achieve  a  more  productive  operation  and,  at  the  same  time,  work 
effectively  with  the  private  sector  in  controlling  claims  costs,  which 
are  the  major  costs  of  the  program. 

Even  with  greater  internal  expertise,  however,  funds  must  also  be  made 
available  to  purchase  technical  services  not  required  on  an  on-going  basis 
by  the  organization.    Certain  key  functions,  such  as  technical  assistance 
to  the  States,  the  development  of  operational  and  systems  information,  and 
an  active  role  in  stimulating  improvements  in  the  delivery  of  health 
services,  are  highlighted  in  the  proposed  organization. 

While  the  Task  Force  recognizes  merit  in  decentralizing  a  greater  share 
of  Federal  responsibility  to  the  regional  level,  we  believe  that  the 
resources  which  can  be  reasonably  expected  in  the  near  future  should  be 
devoted  mainly  to  building  a  stronger  capability  in  the  central  office. 

k3.    To  carry  out  its  key  functions,  MSA  should  be  restructured  to 

include  the  following  principal  elements: 

•  A  Deputy  Commissioner  for  Program  (in  addition  to  a  Deputy 
for  Administration)  to  provide  high-level  leadership  in 
defining  program  goals  and  influencing  program  content. 


•  A  iTogram  Planning  and  ftval nation  Unit,  reporting  to  the 
Deputy  Commissioner  for  Program. 

•  A  staff  responsible  for  Innovation  and  Health  Delivery  Systems, 
to  serve  as  the  focal  point  within  MSA  for  identifying  and 
carrying  out  operations  affecting  health  services  delivery 

for  low  income  groups,  and  to  ensure  appropriate  support  by 
title  XIX  funds  of  new  approaches  to  health  care  delivery  for 
the  needy. 

•  A  Division  of  Program  Operations  and  Standards  to  insure 
development  of  regulations,  standards,  and  guides,  as  appropriate, 
for  the  administration  of  title  XIX  by  Federal,  State,  and  local 
agencies.    A  large  proportion  of  this  unit  should  consist  of 
health  professionals. 

•  A  Division  of . Technical  Assistance  and  Training  to  plan,  mobilize, 
and  provide  intensive  assistance  to  States  in  developing  technical 
and  manpower  resources  needed  for  administration  of  the  Program 
and  to  provide  selected  on-site  assistance  through  "lend  lease" 
programs . 

•  A  Division  of  Management  Information  and  Payments  Systems  to 
develop  and  provide  on-going  evaluation  of  claims  payments  and 
management  information  needs  and  systems. 

For  the  immediate  future,  the  limited  number  of  newly-available 
positions  should  be  concentrated  in  MSA's  central  office  in  order  to 
build  the  technical  and  administration  capability  required  as  a 
result  of  existing  critical  needs. 
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1*5.    At  the  present  time,  MSA  regional  staffs  should; 

•  Act  as  the  principal  source  of  information  to  the  central 
office  regarding  the  nature  of  State  programs  in  their 
region  and  anticipate  State  problems . 

•  Serve  as  a  vehicle  for  interpreting  and  implementing 
Federal  policy  guidelines  and  regulations. 

•  Facilitate  State  requests  for  Federally- sponsored  tech- 
nical assistance  provided  by  the  central  office  or  by 
contractors. 

•  Maintain  coordination  at  the  regional  level  with  other 
HEW  programs  related  to  title  XIX. 

^6.    Highest  priority  should  be  given  to  recruiting  a  staff  with  a 

solid  management  perspective  and  which  also  has,  to  the  mAvimnm 
extent  possible,  experience  in  health  and  medical  care  adminis- 
tration, public  administration,  economic  analysis,  management 
systems,  staff  development,  and  data  systems. 

•  Grade  levels  within  the  central  office  should  be  raised 
selectively,  including  the  creation  of  additional  "super 
grades"  for  key  positions  in  order  to  attract  and  retain 
top-flight  agency  leadership. 


"LATE!  ADMINISTRATION  OF  MEDICAID  ADD  RELATED  PROGRAMS 


Although  serious  questions  exist  as  to  the  long-run  appropriateness  and 
feasibility  of  the  present  Federal-State  partnership  for  Medicaid  to 
accomplish  the  ultimate  stated  program  objectives,  the  Task  Force  believes 
selective  improvement  should  be  undertaken  now.     Moreover,  any  steps 
that  can  be  taken  to  promote  a  more  effective  and  responsive  health 
policy  planning  role  within  the  States  will  be  in  a  direction  toward  which 
we  must  move  in  any  event.     Our  specific  recommendations  deal  with  high- 
priority  and  potentially  high-leverage  opportunities  to  achieve  these 
objectives. 

In  order  to  establish  management  control  and  effective  administration 
of  the  program,  it  is  necessary  that  the  States  apply  modern  management 
techniques  in  their  administrative  efforts.     Recognizing  that  many  States 
have  not  and  would  not  do  so,  primarily  because  of  the  severe  financial 
burden  that  the  developmont  of  sophisticated  management  systems  would 
impose,  the  Federal  Government  should  use  its  resources  to  promote  such 
efforts.     A  mechanized  claims  payment  process  supporting  systems  for 
surveillance,  utilization  review  and  program  evaluation  is  one  area  where 
the  Task  Force  believes  the  Federal  Government  would  obtain  a  significant 
return  on  an  additional  investment. 

The  title  XIX  legislation  makes  the  State  Plan  the  vehicle  for  defining 
and  enforcing  title  XIX  requirements.     The  Task  Force  believes  that  by 
viewing  the  State  Plan  as  a  contractual  agreement  between  the  Federal 
government  and  the  States  which  is  reviewed  periodically  for  progress 
toward  conformity  with  goals,  rather  than  as  a  prospectus  for  gaining 
entry  into  the  program,  the  Federal  'nanagement  role  and  the  program 
can  be  strengthened.     Specifically  under  such  a  view  the  Federal  Govern- 
ment should  view  the  States  as  violating  parts  of  the  contract  where 
they  are  out  of  conformance  with  only  parts  of  the  federally  established 
standards . 

hi .      In  addition  to  developing  model  administrative  systems  and  pro- 
cedures, MSA  should  develop,  in  conjunction  with  State  adminis- 
trators, specific  performance  standards  for  State  administrative 
and  program  management  functions.     These  standards  would  provide 
a  benchmark  for  determining  whether  individual  States  are  in  con- 
formance with  Federal  standards;  would  serve  as  guides  for  State 
management  improvement  plans;  and  would  provide  a  basis  for 
requesting  Federal  assistance  in  achieving  management  improvements. 
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US  .     To  encourage  and  support  management  improvement  efforts  within 
the  States  the  following  procedure  should  be  instituted: 

•  Where  a  State  is  found  to  be  out  of  conformance  with  Federal 
standards  it  should  be  required  to  submit  a  detailed  pro- 
posal describing  the  steps  it  plans  to  take  to  achieve 
conformance,  the  timetable,  and  the  additional  Federal 
assistance  required. 

•  In  accepting  the  State  proposal' MSA  should  specify  the 
form  and  extent  of  assistance  it  will  provide  (including 
higher  levels  of  administrative  reimbursement  for  systems 
installation--up  to  90  percent,  at  the  Secretary's  discretion). 

•  Where  States  fail  to  take  appropriate  steps  to  conform  to 
Federal  standards  the  Secretary  should  exercise  his  existing 
authority  under  Section  190*+,  the  final  step  of  which  is  to 
selectively  withhold  reimbursement  for  administrative  costs 
related  to  areas  of  deliberate  nonconformance. 

49 .    HEW  should  extend  its  Federal  efforts  to  rationalize  health  policy 
and  program  coordination  to  the  State  level.    Legislation,  if  neces- 
sary, to  clarify  this  goal  within  the  "single  State  agency"  concept 
should  be  sought.    The  agency  primarily  responsible  for  health  planning 
and  resource- investment  activities  should  conduct  or  oversee  certain 
of  the  Medicaid  responsibilities  directly  related  to  health  policy 
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matters,  for  example  provider  standards  activities.  The 
structural  implications  of  achieving  this  goal  vary  from 
State  to  State.     In  many  States  a  reorganization  of  health 
and  welfare  agencies  may  be  needed;  in  others  a  clearer  defi- 
nition of  present  agency  roles  or    some  realignment  of  functions, 
is  needed.    Achievement  of  this  goal  does  not  necessarily  involve 
divesting  the  Medicaid  agency  (if  in  a  welfare  department)  of 
operating  functions  and  responsibilities  not  primarily  involving 
the  overall  direction  of  health  policy.     It  would,  however,  forge 
a  more  effective  and  direct  link  between  the  financing  of  health 
care  and  decisions  affecting  the  supply,  organization  and  capacity 
of  health  care  providers. 

50.  In  order  to  counterbalance  traditional  public  health  and  provider 
viewpoints  in  the  planning  and  administration  of  health  programs, 
the  Federal  requirements  for  membership  and  functions  of  State 
Medical  Advisory  Committees  should  more  clearly  result  in  repre- 
sentation of  low-income  persons,  welfare  recipients,  and  other 
consumer  groups.     These  committees  should  play  an  active  role  in 
reviewing  program  performance,  including  the  holding  of  periodic, 
responsible  public  hearings. 

51.  For  those  States  now  using  fiscal  agents  or  other  third- party 
arrangements  for  program  administration,  the  Medical  Services 
Administration, in  close  collaboration  with  the  Social  Security 
Administration,  should  establish  contract  standards  and  model 


procedures  to  ensure  that  such  use  is  consistent  with  effective 
program  leadership,  sound  administrative  practice  and  considera- 
tions of  public  accountability. 

A  special  evaluation  should  be  conducted  in  HEW  of  the  relative 
experience  in  Medicare  and  Medicaid  with  the  use  of  fiscal 
intermediaries  and  carriers,  as  well  as  with  self -administration, 
in  terms  of  effectiveness  and  efficiency  of  performance. 
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